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Abstract 
This research paper provides an analysis and evaluation of the role of performance management system in 
shaping psychological contract at Sainsbury’s UK by a case study approach. Sainsbury’s has adopted the 
performance management system to utilise the potential of their employees but result of data analysis indicates 
that line managers have failed to achieve the objective of the performance management system. This research 
analysis reveals how the line managers of Sainsbury’s focus on short term goal i.e. financial success instead of 
long term goal i.e. employee development. However, the performance management system of Sainsbury’s 
comprises all the necessary components to play a significant role in developing employees as well as facilitating 
the formation of a positive psychological contract. But partial and inattentive implementation of the system 
makes the situation unfavourable for the psychological contract to develop at Sainsbury’s UK.  
 
Keywords: Performance Management System, Psychological Contract. 
 
1. Prelude 
In order to be competitive at present time, the most effective approach of organizations is to utilize the full 
potential of their human resource. Consequently, to develop their knowledge and skill and driving their 
performances toward the organization’s goal, organizations are becoming more conscious than ever in 
implementing performance management system.  On the other hand, without having a sound psychological 
contract, it would be difficult to keep the employees’ performance consistent with the organization’s strategy. 
As a result, identifying the relationship between them has been a critical subject to research for the HR 
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academicians. This research paper will try to identify the relationship between performance management system 
and psychological contract in Sainsbury’s UK and highlight the factors that influence the relationship between 
these two.  
 
2. Literature Review 
In recent years, many organizations are trying to create a ‘performance culture’, which is incorporated of several 
strategies in order to develop individuals’ contribution to the overall success of the organization. Armstrong 
(2006) assert, the aim of performance management is to establish a high performance culture in which 
individuals and team takes reasonability for the continuous improvement of business process and for their own 
skills and contributions within a framework provided effective leadership. On the other hand, it can be said that 
performance management system could have multiple objectives and multiple contents. The system might be 
linked to business objectives and to developing employees’ skills and competences. At the same time, the 
system could include planning, training and development and succession planning, setting and reviewing 
objectives and competencies as well. Armstrong and Baron (1998) claim, performance management has the 
capacity to match the organization’s overall strategy and if it is not the case, performance management will not 
reach its full potential (as cited in Millmore et al, 2007). 
 
On the other hand, at present time, we are bounded by contractual obligations and the complexity of modern 
society and technology means that the number of contracts in which we are involved has grown enormously. 
Although the central feature of ‘contracts’ may differ in terms of their formality and specificity but they all 
involve exchange. While expanding the concept of the contract to psychological domain in an organizational 
setting, Schein (1980) refers Argyris (1960), first discussed in detail, and defined as an ‘unwritten set of 
expectations operating at all times between every member of an organization and the various managers and 
others in that organization’ (as cited in Markin et al, 2002). According to Schein, the expectations can be 
concerned with economic issues such as the pay to be received in return for work done. Nevertheless, the 
essence of the psychological, as opposed to the economic, contract is that the expectations concern non-tangible, 
psychological issues. 
 
The concept of the psychological contract has recently achieved considerable prominence in popular managerial 
texts in human resources discourse. The reason behind its popularity is that it offers an account of the reasons 
for the difficulties in the employment relationship currently being experienced by many organizations and also it 
appears to offer a way forward for addressing them. Roehling (1997), in search of historical roots of 
psychological contract, claims that it was originated from the Barnard’s (1938) theory of equilibrium which 
promotes an exchange perspective in describing circumstances under which organizations can get it members to 
continue their participation. According to the theory, an employee will continue his participation so long as the 
contributions offered him are as great as or greater than the contribution the employee is asked to make. On the 
other hand, a key paper which underlines the dynamic nature of psychological contracting has been written by 
David Grant (1999) where he points out that concept of psychological contract really stem from expectancy 
theories of motivation. 
 
According to Armstrong (2006), performance management has an important role to play in developing a 
positive psychological contract (Armstrong, 2006). Guest et al (1996) suggest, a positive psychological contract 
is worth taking seriously because it is strongly linked to higher to commitment to the organization, higher 
employees’ satisfaction and better employee relation (as cited in Armstrong, 2006). As a result, performance 
management processes play a key role in creating a framework in which the psychological contract between 
employer and employee is determined. Stiles et al (1997) identify three particular processes as being important: 
(1) setting objectives (2) performance evaluation and (3) the linkage between (1) and (2) (as cited in Millmore et 
al, 2007). They conducted a research at three organizations which used performance management as an 
important part of their move to build a psychological contract. At the end, they conclude that the move towards 
developing the psychological contract was hampered by ineffective implementation of performance 
management.  
 
Finally, the significance of the psychological contract in relation to performance management is that it 
highlights how easy it is for organizations to assume that employees seek primarily monetary rewards; this is not 
necessarily the case. In fact, effective performance management and rewards structures in organizations must 
attend to the quality of the relationship employees experience while at work which is an integral aspect of the 
psychological contract.  
 
3. Research Methodology 
The objective of this study was to identify the impacts performance management system (PMS) in the formation 
of psychological contract at Sainsbury’s. Case study research method was adopted for this research project. Yin 
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(2003) defines case study as ‘an empirical inquiry that investigates a contemporary phenomenon within its real-
life context, especially when the boundaries between phenomenon and context are not clearly evident’. He 
asserts, the case study method allows investigators to retain the holistic and meaningful characteristics of real-
life events such as individual life cycles, organizational and managerial processes, international relations and the 
maturation of industries.  
 
Case study research method was highly pertinent to this project as the researcher wanted to cover contextual 
conditions of one of the stores of Sainsbury’s. The attention was focused on how the perforamance management 
system plays an important role to constitute the psychological contract. The aim was exploratory since the 
effectiveness of PMS was to assess to shape the psychological contract. Bryman and Bell (2007) believe, the 
case study design often favour qualitative methods, for example, participant observation and unstructured 
interviewing, because these methods are considered as particularly helpful in the generation of an intensive, 
detailed examination of a case. According to them, the case is an obeject of interest in its own right and 
researcher aims to provide an in-depth explanation of it. In fact, what distinguishes a case study is that the 
researcher is usually concerned to explain the unique features of the case (Bryman and Bell, 2007).  
 
3.1 Sample Population 
The sample populations for this research were participants from one of the Sainsbury’s supermarkets. Seven 
colleagues (in Sainsbury’s, employees are called as colleagues) and five department managers (line managers) 
were interviewed. Participants were selected randomly.  
 
3.2 Data Collection Method 
Basically, the data collection method of this research project was the interview technique. Kahn and Cannell 
(1957) assert that an interview is a purposeful conversation between two or more people which assist in 
gathering valid and reliable information. All the interview formats were unstructured which helped to cover  
fairly specific topics. Primary data were collected through the unstructured interview and assembled specifically 
for the research project at hand. The performance management guideline of Sainsbury’s, Sainsbury’s website 
and other related papers were also used to gather primary data. All the papers have been included in the 
appendices. On the other hand, secondary data were collected from different books and journals.  
 
3.3 Method of Data Analysis 
Thematic analysis method has been used to analyse data. The research questions were broken down into specific 
related topics and those topics were discussed in the unstructured interviews with the respondents. The 
frequency of the occurrence of certain incidents, words, phrases and so on related to research question topics has 
helped to denote a theme. Then the agreement and disagreement on those themes were counted among 
respondents.  
 
Finally, comparing the facts with theories discussed in the literature, the researcher has come to a decision.  
 
4.  Data Analysis and Interpretation 
4.1 Performance Management System at Sainsbury’s 
According to the performance review guideline of Sainsbury’s, their performance management system (PMS) 
has been redesigned in 2008 with a view to support their colleagues to achieve the aim of ‘managing in the 
round’ (providing feedback throughout the year) and to clearly manage performance. All the five managers 
interviewed, indicate that the most important aim of their performance management system is to develop the 
colleagues along with monitoring their behaviour. Two managers say, 
 
‘We believe, our performance management system is introduced to drive our business where it should be. It 
drives the correct behaviours and drives the poor performances out and gives the opportunity people who want 
to progress and move forward’. (Deputy Store Manager)  
 
‘it is not only based on sales scale but on your personality, on your way of communication with other members 
of staffs and it is also based on your overall performance in your role’. (Department Manager) 
 
Other three managers also specify that their PMS is introduced to develop the colleagues in order to move them 
toward achieving the business goal. They also believe, if the colleague’s performance and behaviour are 
consistent with the organization’s strategy then it would be easier for them to achieve the desired business goal.  
 
4.1.1 Defining Performance and Measures of Performance  
All the five managers interviewed, were asked to express their view about the term ‘performance’. One manager 
defines performance as,  
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‘It’s not only about coming to work, doing the tasks and going home......it would be in terms of productivity, in 
terms of behaviours and relationships with customers and colleagues and how you treat individuals’. (Deputy 
Store Manager) 
 
According to the managers, colleagues should deliver their service through output as well as their behaviour and 
interaction with every individual. All the five managers also assert that both behaviour and output are 
considered when evaluating colleagues’ performance.  
 
More to the point, according to colleague performance review (CPR) form (which is included in appendices), 
Sainsbury’s has established a balanced scorecard that includes performance measures like Sales, MCM 
(Mystery Customer Measure), MAC (Mystery Availability Check), Absence, Talkback, Turnover, Waste, 
Shrinkage, Labour Cost etc. All the six values are integrated with each of these measures. The deputy store 
manager explains the measures in this way, 
 
‘we have divided our business performance in four perspectives....customer...colleague...operations and 
performance. All the business perspectives are equally emphasized by establishing key business measures or 
indicators...like....sales...MCM....talkback......both values and measures are integrated with each other and used 
to monitor the performance at all level of Sainsbury’s.  
 
According to the manager, dividing business performance in four areas helps them to have a better control on 
their overall business performance. Apparently, the measures or business key indicators are being used to 
evaluate the performance as a store level as well as individual colleague level.  
 
4.1.2 Steps in Performance Management System 
This section elaborates the steps of implementation of their performance management system. All the five 
managers state they implement the system into three steps.  
 
 Step – 1: Objective Setting 
At the beginning of the performance year, managers sit down with their colleagues and set the target. Two 
managers say about the target setting in Sainsbury’s,  
 
‘we set target which is achievable......obviously which is not something you cannot achieve and they are also 
measurable and altogether we call them SMART target setting which means targets should be specific, 
measurable, achievable, time bounded and rounded’. (Department Manager) 
 
‘we set them business targets; what the business is achieving and what we think they should achieve as an 
individual and as a store’.  (Deputy Store Manager) 
 
The department manager describes the characteristics of target in Sainsbury’s. According to the manager, they 
always give specific, measurable and achievable targets so that colleagues can get them appropriately. In 
addition the deputy store manager asserts, they break the whole store’s target into department’s level first and 
then they bring them down into colleague’s level. The notion is that if every colleague can achieve their targets 
then obviously the store will achieve its business target. All the five managers also argue, along with business 
targets they also set the individual development targets because they believe unless and until, the colleagues are 
not given the opportunity to progress, it would not be possible for the business to move froward.   
 
 Step – 2: Reviewing What and How 
After setting the target for colleagues, managers keep observing whether colleagues are doing what they are 
supposed to do and give them the feedback in a daily or weekly meeting.  One department manager says, 
 
‘we do the formal performance review after every six months but we will obviously follow up in between to make 
sure they are going to the right direction’.  
 
According to this manager, they want the colleagues to have the understanding of their targets through daily or 
weekly review.  
 
 Step – 3: Overall Performance Rating 
Finally end of the six months, managers do the Colleague Performance Reviews (CPR) where they rate the 
colleagues according to the set categories. According to the managers, there are four categories have been used 
to assess the colleagues’ performance – Top, Strong, Achieved and Under-achieved. These rating definitions are 
attached in the appendices. Mystery customer measure (MCM) is also being used to assess colleague 
performance along with managers’ review.  
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However, one manager says, 
‘if the target elements of objectives have been achieved but the colleague failed to show leadership behaviours 
then the colleague will be rated as Under-achieved’. (Department Manager). 
 
Other four managers interviewed, do agree with this concept. According to the managers, only fulfilling the 
targets is not enough to get high rating such as top performer. Along with achieving target, colleagues also need 
to prove that they have developed their skill and knowledge at all level of their functions.  
 
However, a mixed reaction is received from the colleague level. Two out of seven colleagues interviewed, are 
satisfied with their managers’ way of giving feedback but rest of them are not satisfied.  
Two of them say, 
‘it is very rare they sit with me and discuss my performance review....most of the times they come and ask me to 
sign the CPR (colleague performance review) form and just inform me that I got under-achieved rating’.  
 
‘sometimes it is excellent and sometimes it is really bad. Because when they see how we are doing, they give the 
feedback straight away. But sometimes what managers do...they tick us on all the boxes and criteria but they 
never discuss what those criteria mean and even never tell the way to improve things on’.  
 
According to the colleagues, some managers are not serious about providing feedback to their colleagues and do 
not explain the meaning of rating criteria. They also argue that managers just want to conduct the performance 
review meeting somehow. According to them, managers hardly explain the way to improve their skill and 
knowledge rather than they are more conscious to keep the papers up-to-date. Only one out of seven colleagues 
who works as a team leader could mention the four categories of performance ratings. Five out of seven 
colleagues could not tell properly how many times their performances are being reviewed by the department 
managers in a year.  
 
When this issue was raised while talking to managers, none of them did admit this complaint. All of them said 
that they carry out the colleague performance review (CPR) accurately. 
 
The personnel manager was also addressed to comment on this issue. 
‘it should not be done in that way.....they (managers) all are trained to conduct CPR properly...jobs in retail 
sectors are very systematic and feedbacks are provided in almost every day...as a result, some managers are 
unwilling to conduct CPR regularly but personnel department always tries to make sure they do it properly’.  
 
According to the Personnel Manager of that store, all the managers are trained properly to conduct the colleague 
performance reviews. The manager believes, since the managers give feedback in almost every day which 
makes them to be reluctant to conduct CPR timely.  
 
4.1.3 Dealing with the Under Performers 
Managers were asked to discuss the ways to develop poor performers. All the five managers argue that they are 
very responsive to them.  
One manager says,  
‘You have to accept that some people do learn some stuffs slower than other people do. You have to have bit of 
passion to actually make the person come to the level where you want him to be’. (Department Manager) 
 
Managers believe, sometime it takes time to develop a colleague and working beside them and guiding them all 
the time can speed up the learning process. According to the other managers, instead of two time performance 
reviews, managers review their performance four times in a year.  
 
But managers were also asked about how do they feel when they give negative feedback to their colleagues? 
Four out of five managers find it difficult to provide negative feedback.  
One of the managers says, 
‘Giving negative feedback is really difficult and it’s a bit harsh sometime. Some people do not like when they 
are criticized. (Department Manager) 
 
On the other hand, one manager argues, 
‘if I don’t manage their performance properly then what I would say when my performance will be managed?’ 
(Department Manager) 
 
According to the managers, most of the time colleagues take it negatively because it’s a kind of criticism to their 
performance and behaviour. Apparently, few managers are also aware about their own performance 
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management and they believe, whatever colleagues do that affects their performance as well. As a result, they 
are bound to evaluate colleagues’ performance and provide feedback regardless of their impact.  
 
4.1.4 Rewarding the Top Performers 
Five out of five managers interviewed believe, colleague performance review is the major tool to assess the 
overall performance of the colleague and reward them. Question was raised, how do they identify top 
performers? One manager says, 
 
‘good performers are not only seen in papers but they are also seen in achieving what you set them out to be. 
It’s not only about achieving targets, it’s about thinking outside the box. You can see something different on 
them to go ahead’. (Personnel Manager) 
 
According to the personnel manager, some colleagues are able to go extra mile and deliver service which is 
outstanding compared to other colleagues. Manager argues, those colleagues can also move forward to their 
career ladder quicker than other colleague. In addition, according to the managers, when they identify the top 
performers, they talk to them to go further and give more responsibilities and notify the personnel department to 
provide advanced training. All the five managers do agree with this process of developing and rewarding 
colleagues. But out of seven colleagues interviewed, only two people view this process effective as they have 
experience of sitting with their managers regularly. The other five colleagues argue, their department managers 
do not give the formal feedbacks to them. One of them says, 
 
‘I have been working as a team leader in training for last nine months....I am supposed to be signed off as a 
Team leader three months ago....but...my manager hasn’t done the performance review meeting yet’. 
 
According to the colleague, because of irregular performance review meeting he could not move forward. Five 
out of seven colleagues indicate that they also have similar experience. 
 
5. Psychological Contract at Sainsbury’s 
This section presents and analyses the findings associated with the second research question. The second 
research question was primed to analyse the state of psychological contract. All the findings and analysis will be 
discussed and connected with the theories in the discussion section. 
 
5.1 Outcomes and Effects 
This was the most important part of how the colleagues react in a situation when their psychological contract is 
breached. All the colleagues interviewed claim that it affects their work life as well as personal life. As one of 
the colleagues says, 
 
‘when we do favour and in return if they don’t help us out....end of the day....we call sick or we don’t turn up. 
Because, what the managers do, that really makes us annoyed. It affects our work life as an individual and as a 
team. Individuals call sick or not turning up without any proper reason lead disciplinary or other actions or 
sacking from the job. This should not be like that. They (managers) should understand that there should be a 
mutual understanding which is not there a lot of times’.  
 
According to this colleague, managers don’t value their contribution and take some unexpected actions that 
affects negatively to their job as an individual colleague and as a team member. All the seven colleagues argue, 
when a colleague is absent to his or her work it puts them in more pressure because other colleagues need to 
cover his or her job.  
 
In addition, four out of five managers do agree with the impact of breaking promises. Two managers say, 
‘of course it’s a bad feeling to be treated like that. You have been promised something and they never done it. 
It’s really bad and feeling is really awful. It’s kind of feeling grows up in a way that you don’t want to come to 
work or you don’t want to work in full power as you were doing before. It’s kind of de-motivates you. It affects 
their performance....and if it continues and we overlook...it may end up with some disciplinary actions....which 
also makes the situation get worse’. (Department Manager)  
 
‘I think....it affects our business because we have got the targets to meet. It affects moral and it passes to next 
colleague and the next colleague and it becomes more like in frustration. If everyone feels like that we can’t 
move forward. Everything is stopped’. (Deputy Store Manager) 
 
Most the managers are aware about the consequences of situations where employees are not satisfied because of 
their psychological contracts are breached. According to them, they understand the traumatic experiences that 
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colleagues could go through. This kind of situation can also decrease colleagues’ motivation and feel them 
down. The overall performances of the business also get a shake which make the managers to adopt negative 
reinforcement to get the things back on right direction.  
 
However, one manager doesn’t agree with the opinions of other managers. He argues, 
‘I don’t think the frustration lasts more than one or two days. Colleagues start to concentrate again and we keep 
an eye on them’. (Department Manager) 
 
According to this manager, the annoyances of the colleagues get away in a very short time and they get back to 
their work with their full potential and managers monitor their performances. Another manager who is aware 
about the negative consequences, describes the situation in a different way... 
 
‘a lot of peoples’ frustration is not with their jobs. I think people have personal problems...and you know 
what.....most of the colleagues are students. All the young generations live around here...they do only part time 
jobs, they do couple of hours and then go...that’s what I think’. (Department Manager)  
 
According to this manager, colleagues get distressed because of their personal issues rather than work related 
issues. Apparently, because of the type of employment, managers also find it difficult sometimes to build a good 
relationship with the colleagues.  
 
6.  Effects of Performance Management System on Psychological Contract 
at Sainsbury’s 
This section presents and analyses the findings associated with the third research question. The third research 
question was set out to identify the impact of performance management system in constitution of psychological 
contract. All the findings and analysis will be discussed and connected with the theories in the discussion 
chapter.  
 
6.1 Positive Effects of Performance Management System 
Four out of five managers interviewed believe, there is a strong relationship between performance management 
system and psychological contract. According to them, performance management system could be a useful tool 
to maintain a good relationship between managers and colleagues.  
As two managers say, 
‘apart from the daily and weekly meetings, colleagues get a chance to talk to us one to one in a colleague 
performance review meeting. We come to know their expectations and difficulties about both inside and outside 
jobs’. (Deputy Store Manager) 
 
‘through the performance review, colleagues get an idea where they are standing right now and where they 
need to go. I think it gives them a mental satisfaction especially the hardworking colleagues. Expectations of 
both sides are also discussed while setting targets and clarifying the measures’. (Department Manager) 
 
According to these managers, colleagues get better access with managers which helps them to build a strong 
relationship. Managers also utilise the opportunity to understand and motivate their colleagues and guide them 
to move forward. Apparently, colleagues also get to understand the expectations of managers in terms of both 
output and behaviour through target setting. They also get aware about the measures against whom their 
performance will be compared. Apparently, most of the managers believe, the performance review meeting 
reveals the difficulties of colleagues to perform their jobs.  
 
However, two out of seven colleagues who have experience to sit with their managers regularly; do agree with 
the managers’ view. They find it as a useful way to exchange their expectations and express the difficulties 
which facilitates them to keep a good relationship with their managers. On the other hand, five colleagues who 
disagree with the managers’ view, they argue that they didn’t have the chance to sit with their managers.  
As one of them says, 
‘there should be more people to get promoted through training and performance evaluation...people are staying 
in same general position for three or four years....doing same general jobs whereas they could get promoted and 
get more skills....people sometimes become frustrated by doing the same jobs year after year’.  
 
According to these colleagues, because of irregular performance review some colleagues don’t get the chance to 
receive advanced training and to develop their skills to get promoted. As a result, their expectations to move 
forward are not being valued by the management. In a follow up question, they were asked about the talkback 
program through which they are supposed to share these things with top level managers. They argue, they are 
not aware about the talkback program and they don’t know how to use it.  
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All the managers were asked about the colleagues’ ignorance about the talkback program. Two out of five 
managers argue that they do the talkback appropriately. Other three managers believe this program is not 
essential. One of them says, 
 
‘We know what they (colleague) have to say......we know what are the expectations and difficulties they 
have....because we always work along with them.’ 
 
According to this manager, most of the managers understand colleagues’ feeling properly. There is no need to 
conduct any formal review to probe colleagues’ feeling as they are working side by side.  
 
6.2 Negative Effects of Performance Management System 
According to the managers, giving negative feedback to the colleague’s performance has been difficult for them 
as mentioned earlier. It can be questioned how does that affect to colleague’s psychological contract? All the 
managers believe, there is a strong impact of negative feedback in shaping psychological contract.  
The deputy manager says,  
‘I think....no one likes to be performance managed....no one likes it. Because...it makes them feel undervalued or 
it makes them feel picked on. I think...it is really hard to manage the performance of someone and it can’t be 
done in a right way. Because end of the day either you going to take it positively or negatively. It’s one of the 
other. If you take it positively then you will progress and you can only get better from it’. (Deputy store 
manager)  
 
Five out of five managers interviewed believe, colleagues get annoyed when the managers provide feedbacks. It 
is very difficult to execute the performance review following the set guideline because most of the times it 
affects negatively to the colleagues’ feeling. Managers also believe the colleagues who take it as a challenge and 
develop their performance, are the beneficiaries of the system.   
 
Apparently, all the colleagues do agree with the opinions of the managers. But they argue,  
‘we feel good when we get positive feedback and feel bad on negative feedback. But you know what...managers 
always favour customers’ side in any situation. If I deliver a good customer service...still they say...it’s not 
enough.....you should have done that in that way....I think...they expect too much’.  
 
This colleague also takes the feedback in a negative way. However, all the seven colleagues interviewed, argue 
that in case of any complaint from customer, managers always take customers’ side. When this issue was raised 
to managers, one of them replies... 
 
‘the guideline to deliver service is already set and all colleagues are aware about it. They get paid to provide 
excellent customer service.......and providing excellent service helps us to keep our sales high’.  
 
All the five managers interviewed also indicate that the customers are the main source of their revenue. They 
also believe, colleagues should remember that they get paid to deliver their best service. 
 
7.   Discussions  
7.1 Performance Management System of Sainsbury’s 
It can be emphasized that the top level management of Sainsbury’s has introduced a very powerful performance 
management system but the implementation of this system is different than what it is supposed to be. For 
example, colleague performance review should provide a discussion of colleague values but in this store of 
Sainsbury’s, colleagues do not understand the values and managers do not remind them. As Hackman and 
Oldham (1976) assert, when employees understand their goals and values, they are better engaged and 
motivated (as cited in Leopold et al, 2005). Most importantly, all the values of Sainsbury’s are interrelated with 
the performance measures. It can be argued that colleagues don’t even have a clear idea about all the measures 
of performance as well, because according to the managers, all the measures are derived from the values and 
goals of Sainsbury’s. In fact, most of the colleagues only understand the meaning of performance measures 
which are crucial for financial success. In that case, it would be difficult for the colleagues of that store to 
develop their performance without having a clear idea of all the performance measures against whom their 
overall performance will be compared.  
 
On the other hand, the idea of splitting business performance in different key areas and evaluating them through 
a scorecard was first developed by Kaplan and Norton (1996) where they argue to improve a business, 
management needs to look at desirable long-term outcomes and improve the ‘leading indicators’ or 
‘performance drivers’ that generate them (as cited in Boxall and Purcell, 2008). As a result, Sainsbury’s has 
tried to adopt this concept but how far the main motive of encouraging innovation and continuous improvement 
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is being achieved can be questioned. Because, most of the managers are ignoring the importance of reviewing 
their colleague performances formally and this could make a difference in colleague’s work life as well as in the 
development of organization’s overall performance. The unwillingness of managers to conduct CPR should be 
considered more seriously. On the other hand, all the business objectives are broken down into colleague level 
but it is unusual that management of that store of Sainsbury’s emphasize more on their managers and team 
leaders rather than on general colleagues who work in front and deal with customers. 
 
Question can be raised, is it the type of organization that enables the management to achieve their partial 
business objectives? If it is the case then the objectives of top level management to divide business in four 
important perspectives could not be achieved. All the managers assert that they emphasise on developing their 
colleagues through the performance management system but in reality most of them are carrying out the system 
to gain financial success. By ticking all the boxes of CPR form, they are giving a wrong signal about the 
performance management system to their colleagues, which is explained in the literature review. 
 
In that case, what could be done to make the line managers compelled to follow the set guidelines? Kaplan and 
Norton (1992) argue, people in organizations will work to achieve those things for which they have been set 
targets and will ignore the other things even though they may be equally important (as cited in Leopold and 
Harris, 2009). In this case of Sainsbury’s, the top management should establish set targets for conducting 
performance reviews in the appraisal form of line managers along with other performance targets. At the same 
time, line managers need to be trained properly to conduct the colleague performance review so that they don’t 
have any problem in providing negative feedback. All the managers need to understand the importance of 
reviewing colleague performance on long term perspective and must describe the values and measures 
consistently. Colleagues from HR department could be present in the performance review meeting to assist the 
department managers which would be useful in appraising that department manager’s performance as well. 
Simultaneously, managers should be given the adequate motivation to carry out these HR activities as well as 
make them aware about the consequences of not following the set guideline, which can be ensured by evaluating 
their performances on the basis of all the managerial activities along with HR.  
 
7.2 Psychological Contract at Sainsbury’s 
Most of the managers of that store of Sainsbury’s are able to understand the importance of having a positive 
psychological contract. But in some cases their negative approaches make the situation unfavourable to 
constitute a positive psychological contract. For example, all the colleagues interviewed indicate that sometimes 
managers don’t value their hard work or added contribution properly. In case of overtime payment, they don’t 
get paid timely which makes them de-motivated to contribute further. According to Rousseau’s (1990) promised 
based obligation, individuals make certain contribution when they believe; they will receive certain incentives in 
return. But if they don’t get the promised incentives adequately, their psychological contracts get breached 
because this kind of situation hampers the terms of the psychological contract. Moreover, it can be argued that it 
would be difficult for the managers to make a sound relational psychological contract until they can demonstrate 
a fair transactional deal which is evident when the colleague refused the managers to do extra hours on second 
time.  
 
However, Rousseau’s (1990) definition of psychological contract as it is an individual’s belief becomes invalid 
in most cases of psychological contract between colleagues and managers of that store of Sainsbury’s. Rather 
the findings and analysis support the Guest’s (1998) concept, where he argues that in order to have a positive 
psychological contract there should be some common understandings between both parties that work beyond 
written contract. In the case of holiday booking, it is clearly noticeable that both managers and colleagues share 
different views about the impact of holiday schedule changes.  
 
In addition, through the findings and analysis, it can be added that the type of employment contract and personal 
circumstances of colleagues could hamper the constitution of a positive psychological contract at workplace. A 
further research in this area may provide a better understanding of the mechanism of psychological contract 
considering these two factors.  
 
However, a number of steps could be taken to maintain a positive psychological contract in that store of 
Sainsbury’s. The top level management has already introduced the Talkback program which should be 
implemented properly. The line managers or department managers need to follow the set guidelines and 
encourage colleagues to participate in Talkback program. In order to have a positive psychological contract, 
there is no other alternative of information sharing and understanding the expectations and feelings of each 
other. The managers need to work along with colleagues and spend plenty of time to know and understand their 
psychological state. There should be more employee engagement program so that both part time and full time 
colleagues can be more familiar with their managers. In terms of expectation, managers should always be 
reasonable and honest while making any promise. Colleagues should be given reasonable explanations in case 
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of any difficulties to keep those promises. At the same time, managers should also address some common 
factors in advance which play a significant role in their relationship. Finally, in order to utilise the full potentials 
of colleagues, managers need to provide trust, respect and support through their management practices as well 
as daily interactions.  
 
8. Recomendations 
According to all the managers, performance management system plays an important role to constitute the 
psychological contract between managers and colleague. It gives them an opportunity to derive the colleague’s 
performance and behaviour toward organizational goal in terms of developing colleagues while keeping a good 
relationship with them. However, a different reaction was received from the colleagues’ level. Most of the 
colleagues claim that they don’t have the chance to express their opinions since the performance review 
meetings are not being conducted appropriately. As a result, implied expectations of colleagues are not being 
explored by the managers. Moreover, the most powerful tool to exchange their views and to evaluate the overall 
environment of the store, Talkback program is not being implemented properly. According to the manager, 
Talkback program measures the state of psychological contract but in reality, most of the colleagues don’t have 
any idea about it. The absence of proper Talkback program has become a barrier to establish a proper 
communication channel between bottom level colleagues and top level managers. Most importantly, the 
reluctance of department managers to conduct Talkback program indicates that they are scared of being 
reviewed by their colleagues. But the Talkback program has been introduced as one of the performance 
measures at both colleagues’ and managers’ level. As it is discussed in the literature review that performance 
management system is a kind of framework which can determine the state of psychological contract but in case 
of this store of Sainsbury’s, it can be argued that the performance management system has failed to contribute in 
shaping the psychological contract positively. The reason behind of this failure is none other than the incomplete 
execution of the system. It is also clearly evident that line (department) managers’ accountability could not be 
ensured by the top level managers.  
 
Furthermore, it seems that the managers’ primary and most important goal is to satisfying the customers while 
ignoring the colleagues’ expectations. As a result, the trust and respect between both parties are also being 
shattered sometimes. In fact, the consideration of paying colleagues to deliver their service is not enough to 
construct a positive psychological contract as discussed in literature review. Rather, a regular meeting with the 
colleagues to review their performance along with understanding their expectations can help the managers to 
create a positive psychological contract. Top level managers of Sainsbury’s must ensure that all the colleagues 
are explained properly about the performance measures and their importance. Otherwise, they would not be able 
to deliver their performance adequately and that will force the managers to use negative reinforcement in return. 
Consequently, the relationship between both parties might be hampered severely in that case, which would 
ultimately make a negative environment for the psychological contract to grow up.  
 
As a final point, it can be summarized that the objective of keeping a positive psychological contract between 
managers and colleagues cannot be achieved until and unless there is a proper implementation of performance 
management system.   
 
Mohammad Tanvi Newaz 
Lecturer 





 Armstrong, M. (2006) Performance Management: key strategies and practical guidelines , London: Kogan Page. 
 Boxall, P. and Purcell, J. (2008) Strategy and Human Resource Management, 2nd edition, London: Palgrave Macmillan. 
 Bryman, A. and Bell, E. (2007) Business Research Methods, 2nd edition, New York: Oxford University Press. 
 Grant, D. (1999) HRM, rhetoric and psychological contract, The International Journal of Human Resource Management, 10 (2) pp. 
327-350. 
 Kahn, R. and Cannell, C. (1957) The Dynamics of Interviewing , New York: John Whiley & Sons. 
 Leopold, J. and Harris, L. (2009) The Strategic Managing of Human Resources, 2nd edition, London: Pearson. 
 Markin, P., Cooper, C. and Cox, C. (2002) Organizations and the Psychological Contract , London: BPS Blackwell. 
 Millmore, M., Saunders, M., Lewis, P., Thornhill, A. and Morrow, T. (2007) Strategic Human Resource Management: Contemporary 
Issues, 1st edition, London: Financial Times Press. 
 Roehling, M. (1997 ) The origins and early development of psychological conttract, Journal of Management History, 3 (2), pp. 204-
217. 
 Rousseau, D. (1990) New hire perceptions of their own and their employer’s obligations: A study of  psychological contracts, Journal 
of Organizational Behaviour, (11) (3), pp. 389-400. 
 Sainsbury's (2010), [WWW], Available from: http://www.jsainsburys.co.uk/index.asp?pageid=451  [Accessed 14/06/2010]. 
 Yin, K. (2003) Case Study Research: Design and Methods, 3rd edition, Thousand Oaks: Sage Publication. 
